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Introduction
Financial Intermediation is the process of mobilizing funds from the surplus economic unit to the deficit economic unit. In other words, financial intermediation is the process of mobilizing financial resources from the ultimate saver to the ultimate user. Andrew and Osuji (2013) , state that financial intermediation involves the transformation of mobilized deposits liabilities by banks into banks assets or credits such as loans and overdraft. This means that financial intermediation is the process of taking in money from depositors and lending same to borrowers for investments which in turn help the economy to grow. According to Blum (2002) , financial intermediation is the process of transferring the savings of some economic units to others for consumption or investment at a price.
Onodugo, Anowor and Kalu (2013) opined that financial intermediation play a very vital role in economic development in Nigeria. For financial intermediation to aid development, there must be an efficient financial system. This means that financial intermediation mitigates the costs associated with information acquisition and the conduct of financial transactions through the level of lending rate and credit to private sector in accelerating development in an economy.
In financial intermediation, there is direct and indirect finance. Direct finance is a form of financial intermediation that does not require the activities of middlemen i.e it does not require the activities of financial intermediaries; the lender makes credit available to the borrower directly. Indirect finance is a form of financial intermediation that require the activities of middlemen i.e this method makes use of financial intermediaries when mobilizing fund from the surplus economic unit to the deficit economic unit. Financial Intermediation role is being played by financial sector of the economy which can be formal or informal. Formal financial sector is a financial sector that operates under a regulatory bodies like Central Bank of Nigeria (CBN), Nigeria deposit insurance corporation (NDIC), Security and exchange commission (SEC) e.t.c. Informal financial sector is a kind of financial sector that do not operate under a regulatory body like thrift (Ajo Esusu in Yoruba Language, Adasi in Hausa Language), Local Money Lenders, Cooperative Societies.
The real sector of the economy forms the main driving force of the economy. It is the engine of economic growth and development. Largely, the real sector depends on the banking sector for the provision of the required funds for investment purposes. Thus, it means that an increase in the bank lending to the real sector will increase the activities of the real sector and vice versa (Blum, 2002) . Based on the assumption that the banking sector plays an important role in financing the real sector, Central Bank of Nigeria have carried out reforms and institutional innovations in the commercial banking with the aim of ensuring financial stability so as to influence the growth of the economy and also to ensure that commercial banks plays the critical roles of financial intermediation in Nigeria.
Despite the series of reforms and restructuring aimed at strengthening the bank ability to efficient service delivery, branch networking and fund the real sector, inadequate domestic credit by the commercial banks to the real sector still persist. As reported by Adeoye (2003) , the Commercial banking services are still inadequate and unattractive to borrowers because they do not favour long-term lending, and even for short-term lending, their high interest rates do not only discourage borrowing but also make repayment difficult. Moreover, the effect of policy distortions on the ability of Commercial banks to supply credit to the various sectors is reflected in their dismal performance. The broad objective of this study is to examine the effect of financial intermediation on the performance of Commercial Banks in Nigeria within the period of 2000 -2017. The specific objectives are to examine the relationship between Total Bank Credit and Lending rate of Commercial Banks in Nigeria, to find out the relationship between Total Bank Credit and Current Reserve Ratio of Commercial Banks in Nigeria, to determine the relationship between Total asset and Capital employed by Commercial Banks in Nigeria, to examine the relationship between Loans to deposit ratio and Liquidity ratio of Commercial Banks in Nigeria and to investigate the relationship between Gross Domestic Product and Total Credit of Commercial Banks in Nigeria.
The hypotheses of this study are presented in a null form which states that there is no significant relationship between Total Bank Credit and Lending rate of Commercial Banks in Nigeria, there is no significant relationship between Total Bank Credit and Current Reserve Ratio of Commercial Banks in Nigeria, there is no significant relationship between Total asset and Capital employed by of Commercial Banks in Nigeria, there is no significant relationship between Loans to deposit ratio and Liquidity ratio of Commercial Banks in Nigeria, there is no significant relationship between Gross Domestic Product and Total Bank Credit of Commercial Banks in Nigeria.
This research provides an in-depth analysis, which would enable the Nigerian populace to fully understand the nitty-gritty of the performance of Commercial Bank in Nigeria and ultimately enable them to be very much familiar with Commercial Bank Financial Intermediation role. This study is important at this level of economic development when efforts are being made to reposition the financial system to enable it play key roles in economic development of Nigeria. The study essentially seeks to examine in an empirical manner, the nature of Commercial Bank in Nigeria since 2000 up to 2017. The study shall seek to ascertain the critical factors that have affected the level of financial intermediation of Commercial Banks in Nigeria. This study is justifiable since it will employ the crucial methodology analysis used in examining the flows of credit in the 96 commercial banking system. While most studies conducted on commercial bank and financial intermediation examined the banks activities up to 2014 (Tonye and Andabai, 2014) . The periods covered also made the study unique to others. It covered eighteen years ranging from 2000 to 2017. Although, the performance of commercial banks has been well documented in both international and domestic literature, this work seeks to add to the research by examining the relationship between financial intermediation in commercial banks and its performance which is a quiet departure from previous studies that focused on the determinant of commercial bank credit to small and medium scale enterprise.
This study will be a critical comparative analysis of the implications of financial intermediation on the performance of commercial banks in Nigeria for the periods 2000 to 2017. The study chooses this period in order to account for the structural changes in both demand and supply of credits in the commercial banking industry in Nigeria during pre and post consolidation era. The study covers all the commercial banks in Nigeria, it covers the concept and nature of financial intermediation, the flow of funds in direct and indirect finance, objectives, functions and benefits of financial intermediaries, types of financial intermediaries, financial intermediaries and asymmetric information, potential problems of financial intermediaries, benefits of financial intermediaries to lenders and borrowers, role of financial intermediaries in economic development, commercial banking reforms in Nigeria, challenges to commercial banking reforms in Nigeria, bank recapitalization and intermediation roles, developments in the Nigerian commercial banking sector, empirical review, theory of financial intermediation, supply leading theory, the financial liberalization theory, the quantity theory of credit, information asymmetry theory, theory of economic growth, critique of the theoretical framework, critique of gaps in the literature.
Literature Review

Concept and Nature of Financial Intermediation
To ensure that investible funds are made available for economic activities, social and community services sector inclusive in the urban and rural areas and the quest for overall development of the economy informed the decision of financial system focusing more on financial intermediation. Financial intermediation is typically an institution that facilitates the channeling of funds between lenders and borrowers indirectly. That is, savers (lenders) give funds to an intermediary institution (such as a bank), and that institution gives those funds to spenders (borrowers). Gorton & Winton (2002) define financial intermediaries as firms that borrow consumers/savers and lend same to companies that need resources for investment.
Financial intermediaries can be classified into institutional investors, pure intermediaries like investment banks and Deposit Money Banks. Among all the financial intermediaries, banks are the major financial intermediaries that accept deposits and make loans directly to the borrowers (Quilym, 2012). Mahmood and Bilal (2010) , opined that the rising magnitude of financial intermediation have adverse implications on the growth of Nigerian economy because in the absence of developed capital market, the private sector which contributes a greater percentage to economic growth in Nigeria will primarily depend on bank credit as a source of financing their investments which will lead to economic growth. This means that the constant rise of financial intermediation discourages potential savings due to low returns on deposits, and ultimately reduces lending activities and investment potential of investors as a result of high cost of funding (Ndung'u & Ngugi, 2000; Mahmood & Bilal, 2010) . Financial intermediation involves the transformation of mobilized deposits liabilities by financial intermediaries such as banks into bank assets or credits such as loan and overdraft. It is simply the process whereby financial intermediaries take in money from depositors and lend same out to borrowers for investment and other economic development purposes (Andrew & Osuji, 2013) . According to Acha (2011), financial intermediation is a system of channeling funds from lenders (economic surplus unit) to borrowers (economic deficit unit) through financial institutions. Financial markets link savers and borrowers. The link is accomplished through either direct finance or indirect finance.
Direct Finance occurs when savers lend funds directly to borrowers. For instance, if a student asks a classmate to loan him/her money to buy a new car and he/she agrees, you are engaging in direct finance. There is no third party involved that brought the two persons; in fact, most indirect finance often involves the assistance of a third party, such as a broker, who brings buyer and seller together. When International Business Machine (IBM) issued new bonds, it uses the service of various specialists in the financial markets. So, also was Dangote group of Businesses either for its cement or sugar etc. For now, simply note that the ultimate buyers of Dangote cement or IBM bonds of shares will usually engage the services of a broker to arrange the sales. This is oneway financial markets facilitates direct finance.
An indirect finance which is in contrast involves a particular type of middleman-a third party who stands between the borrower and the lender .This middleman is called a financial intermediary and his or her role is to accumulate funds from various savers and loan those funds to borrowers .Banks are financial intermediaries because they accept deposits and lend the funds to borrowers. This is illustrated in the flow of funds in direct and indirect finance below: In the diagram above, it indicates the flow of funds between lender and borrowers under direct and indirect finance. With the direct finance, the lender (DR ADEWOLE who provided funds directly to borrower, DR DARE). In this case, there is no middleman involved, but with the indirect finance, DR ADEWOLE deposits his money in a financial intermediary such as FBN, Plc. which will in turn give out the money as loan to DR DARE. Note that in this case, the financial intermediary is both a borrower and also a lender.
Why can't depositors skip intermediary and engage in direct finance. After all, since banks charges a higher rate on loans than it pays to its depositors, it would seem that a depositor could do better by making a direct loan to a borrower or a borrower could get a lower rate by borrowing directly from a saver. The answer to this question lies in the role the intermediaries play in an economy (country). Note also that we could ask why consumers don't buy goods directly from factories instead of from retailers. The answer is that the benefits derived from using intermediaries exceed the external cost of dealing with them.
Role of Financial Intermediaries in Economic Development
Banks directly play an important role in the economic development of the country. Here, we can see certain specific role of banks as financial intermediary.
1. Self-employment programme: Employment growth is a sign of economic development. Financial Intermediaries, by providing finance for starting self-employment programmes are generating more production and income in the country. In India, after the nationalization of commercial banks, a number of programmes have been initiated by banks for self-employment schemes.
Entrepreneurial Development Programmes (EDPs): have been successfully launched by various banks.
Initially through Lead Bank Scheme, banks were developing employment opportunities at the district level. Later on, Service Area Approach was adopted in 1978 by which certain specific areas were allotted to the banks for launching different economic programmes for the development of such areas.
3. Integrated Rural development scheme: Under this scheme, financial intermediaries were financing socially and economically depressed people by providing loans to them for various economic activities. One third of the loan will be a subsidy and the remaining two-thirds of the loan will carry a lower rate of interest under the interest subsidy scheme of RBI. In this way, various economic programmes aimed at improving rural economic conditions were undertaken. 4. Housing Finance: As a part of improving dwelling houses, financial intermediaries are providing housing loans. They are also providing refinancing facility to agencies such as HUDCO (Housing and Urban Development Corporation). This has enabled many fixed income group people to avail the housing loan.
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Normally, to a borrower under this facility, a bank provides 3-year aggregate net income as a maximum amount or the cost of the house, whichever is less.
Priority Sector:
As per RBI guidelines, commercial banks have to provide certain percentage of their lending to priority sector which consists of agriculture and its allied activities, such as poultry, dairy, etc, cottage industries, small scale industries, small industry and business.
6. Backward area Development: In order to prevent regional disparities, financial intermediaries have been advancing loans to industries which are started in backward areas. Government has given certain concessions in the form of tax benefits to such industries and banks provide cheap loans so that the backward areas could attract more industries.
7. Introduction of Electronic system: Computer is being used by financial intermediaries for most of their activities now and they are able to link their branches through a network. This has resulted in quicker transfer of funds between centres and this has helped customers in realizing their cheques in a speedy manner. It is for this purpose, that Magnetic Ink Character Recognition (MICR) cheques have been introduced. The customer can also make use of Home banking facility by linking their computer system with the bank and instructions can be provided for transfer of funds. This facility, if developed throughout the country, will not only help in the movement of funds but also reduce the disparity in the interest rate.
Methods
The research design adopted in this study is ex-post facto. Time Series Annual data on commercial banks financial intermediation performance were extracted from statistical bulletin of central bank of Nigeria for the period 2000 -2017. This method is considered appropriate because it will be used to establish whether, and to what degree of impact that exist between two or more quantifiable variables (Oneme, 2010). Research design provides the framework for finding solution to any problem under study. In this line, Osuala (2010) is of the opinion that the choice of research design is determined by the focused objectives of the study. In addition, the result from the test of hypotheses can be used to generalize the findings of the study. However, this chapter presents the Sources of data, Method of data analysis, Description of Research Variables, Model specification, Estimation Techniques. It also contains a detailed outline of systems of modelling equations that was be used to achieve the objectives of this study. However, this work focuses on the implications of financial intermediation on the performance of commercial bank in Nigeria.
This study relied basically on secondary data which was obtained from Central Bank of Nigeria statistical bulletin from 2000 to 2017. Thus, the study took a complete census of pre consolidated commercial banks from the year 2000 and post consolidated commercial banks in Nigeria. This is considered sufficient to produce robust and generalizable results. Yearly data was extracted from the income statements and balance sheets of commercial banks.
In this study, the type of data analysis that was employed is the inferential statistics (i.e parametric statistics), such as simple and multiple regression analyses. Bank Total credit is the amount of credit available to a company or individual from the banking system. It is the aggregate of the amount of funds financial institutions are willing to provide to an individual or organization. Gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's borders in a specific time period. Though GDP is usually calculated on an annual basis, it can be calculated on a quarterly basis as well. Total Asset is the final amount of all gross investments, cash and equivalents, receivables, and other asset as are presented on the balance sheet. The loan-to-deposit ratio is used to assess a bank's liquidity by comparing a bank's total loans to its total deposits for the same period. This number is expressed as a percentage. If the ratio is too high, it means that the bank may not have enough liquidity to cover any unforeseen fund requirements. Conversely, if the ratio is too low, the bank may not be earning as much as it could be. Liquidity ratio is the class of financial metrics used to determine a company's ability to pay off its short-terms debts obligations. Generally, the higher the value of the ratio, the larger the margin of safety that the company possesses to cover short-term debts. Lending rate (interest rate) is the bank rate that usually meets the short and medium medium-term loan financing needs of the private sector. This rate is normally differentiated according to creditworthiness of borrowers and objectives of financing. Cash reserve ratio is a specified minimum fraction of the total deposits of customers, which commercial banks have to hold as reserve either in cash or as deposits with the central bank. CRR is set according to the guidelines of the central bank of a country. Capital Employed is also known as funds employed, is the total amount of capital used for the acquisition of profits. It is the value of all the assets employed in a business. Total deposit and Shareholders fund are example of capital employed in the banking industry. Total Deposit consists of money placed into banking institutions for safekeeping. These deposits are made to deposit accounts such as savings accounts, current accounts and time deposit accounts. The deposit itself is a liability owed by the bank to the depositor. Bank deposits refer to this liability rather than to the actual funds that have been deposited. Shareholders Fund refers to the amount of equity in a company, which belongs to the shareholders. Shareholders' fund is the balance sheet value of the shareholders' interest in a company. Shareholders' equity represents the interest of a company's shareholders in the net assets of the company. It equals the excess of a company's total assets over its total liabilities. A company's total assets are either brought in by the shareholders or financed by the creditors. Total credit was also used as independent variable in equation 5 in order to determine the contributions of commercial bank credit/loan to monetary value of all the finished goods and services produced within Nigerian economy.
To 
Results
Data presentation
Data Analysis
Credit Supply Equation 1
Summary of Findings
(1) There was a weak correlation between the dependent variable (Total Credit) and independent variable (Lending Rate) in the credit supply equation I. This means that commercial banks' lending rate reduce the volume of credit to commercial bank customers. This is because many bank customers/investors consider other sources of finance to their businesses because of high lending rate of commercial banks.The coefficient of determination of 24.6% in credit supply equation I measures the strength of the relationship or cause effect relationship which means that 24.6% variation in the dependent variable (Total Credit) is explained by the independent variable (Lending Rate) and 75.4% of the variation in the dependent variable is explained by the disturbance term or error term due to inflationary pressure, economic meltdown, low profitability, nonperforming loans etc. Besides, in credit supply equation I, Lending rate has been found as a decreasing function of Total Credit, this increase the value of the Total loans. This means that lending rate have negative effect on Total Credit. The parameter of Total Creditin relationship with lending rate wasstatistically significant at 5%, this means that high lending rate hinders the adequate performance of Commercial Banks financial intermediation simply because of high lending rate which does not attract many commercial banks customers/investors and reduces investor's profit margin. The reverse is the case if there is low interest rate in commercial banks.
(2) There exist a positive or strong correlation between the dependent variable (Total Credit) and independent variable (Cash reserve ratio) in the credit supply equation 2. This means that with the level of minimum reserve kept by commercial banks with central bank of Nigeria, adequate credit to commercial banks customers is guaranteed, though, lending rate may hinder many customers/investors to consider other sources of finance but with the minimum reserve, sufficient credit is guaranteed for commercial banks customers/investors. , Liquidity ratio has been found as a decreasing function of loans to deposit ratio, this decrease the value of the loans to deposit ratio. This means that Liquidity is low and because of this it has negative effect on loans to deposit ratio. The parameter of Loans to deposit ratio in relationship with Liquidity ratio was not statistically significant at 5%. Also, this means that Commercial Banks in Nigeria do not have the absolute ability to meet up with their day to day short-and long-term obligations which is a factor that hinders an adequate financial intermediation in Commercial Banks.
(5) There exist a positive or strong correlation between the dependent variable (Gross Domestic Product) and independent variable (Total Credit) in the Commercial bank performance equation 5. This means that Bank Credit/loan is still greatly increasing the production of goods and services in the Nigeria Commercial Banking System because of utilisation of the loans by investors.The coefficient of determination of 94.5% in Commercial bank performance equation 5measures the strength of the relationship or cause effect relationship which means that 94.5% variation in the dependent variable (Gross Domestic Product) was well explained by the independent variable (Total Credit) and 5.5% of the variation in the dependent variable was explained by the disturbance term or error term due to inflationary pressure, economic meltdown, low profitability, nonperforming loans etc. Besides, in Commercial bank Performance equation 5, independent variables have been found as an increasing function of dependent variable, this increase the value of the Gross Domestic Product. This means that giving loan and advances to Commercial Banks Customers/Investor have positive effect on Gross Domestic Product because of the usage of the loans for productive purpose by the investors. The parameter of Gross Domestic Product in relationship with Total Credit was statistically significant at 5%. This means that the variables are not equal to zero. Also, this means that deficit sector is highly encouraged to produce more through Bank Credit/loan, and this have positive effect on GDP.
Conclusion
It is evident from the results of the study that the commercial banks reform strategies adopted in Nigeria have been geared towards making credit available to support the economy. As a result of this, supply of credit to the real sector has been improved. The conclusions that can be drawn from the findings of this study is that with the level of minimum reserve maintained by commercial bank with Central bank of Nigeria, there is adequate availability of credit for real sector investments. The returns on asset of Commercial bank experienced an improvement level within the period of analysis. High lending rates of commercial banks make many customers/investors to consider other source of finance and vice versa. Bank Credit/loan is still greatly increasing the production of goods and services in the Nigeria Commercial Banking System because of utilisation of the loans by investors.
Recommendations
Base on the objective and findings of this study, the study therefore recommends that:
 Commercial banks' lending rate should be reduced in order for investors to see commercial banks as number one source of finance.

Central Bank of Nigeria should increase the minimum reserve of Commercial banks in order to facilitate an adequate credit to commercial banks customers/ investors.
Commercial banks should effectively utilize capital employed in order to increase the profitability level of commercial banks which will increase the total asset of commercial banks.
Commercial banks should foster higher level of liquidity in order to increase its ability to cover withdrawals made by its customers and to increase the loan and advances to customers.
Commercial banks should distribute adequate credit to the real sector for productive purposes in order to increase Gross domestic product.
